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SECRET.

1), June 1955

MEMORANDUM FOR: Assistent Director for Research and Reports

SUBJECT s Tax Evasion in North Vietnam
rermence ¢ [
25X1A
25X1A

1, It is requested that -be provided with informa-

tion concerning possible means of tax evasion in North. Vietnam

(DRV), probably based on your analysts' imowledge of DRV tax 25X1A
structure.

our specific needs in this matbter 1o of your -

office. 25X1A

25X1A
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1, GENEBAL TAX STEOCTORE AND RUCULATIONS OF THE DEMOCIATIC HEFUBLIC
OF VIETEAY

/ .

In 1952, collectlion of $aces and control of expenditures were
centralized in the hands of the Ho Chi Minh government. Fo local
government expenditures were allowed unless previcusly authorized
ty the central goverment, Local taxes were abolished, and the
people were S0 informed by widespread propaganda. A National
Oranary Service, supervised by officials appoinied by the central
govermment, assmed contrel of the paddy supplles eollected through
taxgtion, thus removing this sunction from local authority. In 1952
& Tiet Winh State Bank was ercated and it wes given & monopoly on
on eurrency lssue, Bark notes printed in Csechoslovakia on jood paper;
+o meke counterfelilng more A fficult, were passed into cirevdation
and were exchanged for the old HOH bills at 10 to 1 sgainst the latter.
The old money ®Was gradually with : ~ . Hanol

¥o., 206, 1 June 53. G

In 1952, five principal foms of taxation were instituted to re=
place the previeusly irregulaer taxes~inwkind, real estate md buginess
taxes, agricnltural tax, tgxes on industry and commeTce, cormodity
Laxes, exporteimport duties, and slaunghterhouse taves, The new agri=
ealtural tax was based on production instead of on land ares. The
taxation rate was to be declded by an assembly of the peasants in the
particular ares and then spproved by the representative of the local
govermment, GCrealer attention, therefore, was paid to locallsm and
to other factors, such as Jocation of land, fertility of the goil,
and climatic conditions. &% the beginning the Viet Miph decided that
the egtinated production of a miven lot should be get at & reasonable
figure, so that the ree cultivator would be encouraged to produce
a8 rmch as possible in the expectation that he cquld keep production
resaining after taxes for Wimself. A system of exemptlons was also
crested for fanmily units in contrast to the previous system wherehy
an entire family living off, for example, a rice paddy of 5 mau weuld
pay the same tax as an 1ndtvidual famer cultivating & equivalent
ares. A progressive tax schedule was placed into operation rising
from & percent to IS percent of the normal size landholders, with the
lsrger owners p&yring even hicher than this figure. {Source document
note: This is over and shove that portion of foodstuffs grown by the
individuel cr family which he or they conswned as daily nourishrent, }
(m‘t}e, ﬁanﬂi &Sp. EGQ_ 2{363 1 June 533 {:v}

 Taxes on industry and commerce under the reform of 1952 were of
three types: bturnover taxes, taxes on gross profits, and taxes on
eular transsctions in the case of petty merchants, Taxes on

opiim md salt amount to one~third of production. Tews, sugar, tobacco,

and cigareties are similarly texed, bul at lower rates. Slaughterhouse
sgxes amomtt to 10 percent of the yalue of the processed meal. {Tbid.;
CIa/oRR T2, 25 Oct. 5k, 5. TS officials Only.) (For more detalls
on 1952-53 Viet Minh Tax gystem see: State, Hanoi Desp. No. 189,

23 spril 53, o) , o
B orit 3, ¢ SECRET.
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B, Some Additional Information on Agricultural Taxes.

1, Taxation rates. Several reports indicate that in 1952
the agricultUral tex was as high as 75 percent of the crop. One

of these reports also ne hsequent reduction to hO percent on
the October 19i-3 eﬁ . 25X1A
25X1A

25X1A

2. Time and Hethod of Oollectlon. The agricultural tax ls

25X1A cllected in two Blacest during one vay and November harvests, ]
—mm, Tanoi Tel. No. 1361, 22 Hay 1955, Cfficial
Use Only

Government cadres are dispatched to ensure that the required
amounts of grain = and preferably additional amounts = are ccllected.
1ocal cadres are trained to harasc the farmers into glving more than
the amount requested and such Wdonatlons® are often given in order
to gain the good graces of the authorities, In 1953 at least, in
adlition to the basic agricultural tax there were other eollectlions
in the form of donations for fthe winter of the troopst, "ald o
disaster-struck areas", "the national defense contribution" and others,
The people were thus forced to give up the majority of their entire
narvests and to Peed themselves and thelr families with such secondary

foads as nanloe, corn, and tudbers.
25xia [

¢, Few Taxes

25X1A

In January 1955 the Democratic Iepublic of Vietnanm promulgated
several new taxes, These were as followst 1) An ad valorem merchan-
dise tax imposed on manufacturers, producers, purchasers and importers.
{Tax schedule covers large variety luxury, semi-lwmry and a few staple
items.} 2) 4 stock tax levied on merchants' inventorles left over from
pre~Viet Minh deys in order thatmerchants who had stockpiled these
goods would not be in a superior competitive position. 3) A tax on

cods In private hands which exceed ceriain very 1inited categories,

ﬁ) A new schedule tazes on real estate transactions. In addition, a
policy of collecting land taxes nayable in riee contines with reports
of increased ascessments on land=owners in some cases involving imposi~
tion on prior year as well as current year taxes. {State, Hanoi Tel.
No. 7h6, h Feb S5, 83 State, Hanoi Tel. Yo, 633, 10 Jan 55, Off. Use
Only; FDD Swmary Yo. 1482, 6 May 1955, Off. Use Only)

In April 1955 it was announced that the DIV govermment was
planning to institute seven new taxes in the near fubure includings
8 cormercial profits tax, a patents tax, an individual income tax, an
amsenent tax, a property registration taz, a properiy tax, and a
salt tax. (State, Hanoi Tel. No. 1060, 2 April 1955, Cff. Use Only)

SECTET
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11, TAX EYATIOH, EINFORCEMENT AXD PEHALTIES FOR EYASION 5
SX1A
A, BSome Cases of Pax Evasion or Attempied Fvasion

R e
addressed to tax eollecting cadres 11ists the following 34 winating

examples of tax evasion and reasons for underpayment of texes:
1) Rich peasants divided their large rice fields into parbs 80 as to
avold the tax on large holdings and in the neantine discreelbly re=
eelved rent or labor fa the parts they had ngold®, 2) Exagerrations
of marbers of dependents in order to increase rations per capita per
peagant family. 3) False harvest declarations, L) False declarstions

of cultivated areas. ™is same directive also blamed the tax collecting

cadres for improper assessments and partial tax reductions for friends
and relatives.

pther reports also show that the cadres ave often held respol~

gibvle for underpayment of taxes and underfulfillment of grain collec~
tion on the one hand and for the antagonism of the peasants towards

rexation on the other hand, Thus, the cadres are blamed for underesti-

mating harvests in some areas and not collecting enouzh paddy, and
overestimating harvest vields in another area snd giving rise to com=
plaints amon? the people. The cadres are alsc accu of exermbing
some people from» ing without authority to do 80.
At g self-criticiss meelang AL

the viliage oi Bae Luong o Tuan District, Thanh Hon Trovince)}, for
examole, party menbers of the village party cell blamed the tax cadres
for exemptirn them from texationl (¥DD Swuiary Mo. 182, 6 May 1955,
off. Use Only, pe %) The ramilics of cadrves also suffer from the
agricultural tax vecsuse the cadres shenmgelves are supposed o set a
good exarmle, it the tax collectors are ueually less severe with the
cadres znd “heir familics, For exammle, e eadres ave given periods
of grace ‘o pay the palance owed or even in some cases & adre can
borpow the amount necded from the fesional Commitiee. h

B, Enforeenend and Penalties for Tax Evaszion

The same DIV drective that was referred to above _

ax evagion already noted by the directive stself. In general,

they called for the organization of the people to ald then in dis-
povering frauds; and attermnt to make realistic ascessments of harvesis
by comparinons with previous narvest, The directive czlled for the
seizure of the harvests of peasants who pretended to have siven their
rice Plelds awzy, bul who in reslity collected rents or interest in
secrety the rice field of such peasanis fupthermore was to be allotied
4o thelr children.

-3:-
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the Viet Minh tax collectors and compulsory
crop levy collectors were overbearing, abused what 1little authorify
they bad and weve greatly disliked by the pecple. It was then a

comon praciice for the farmers to conceal part of their harvest io
sscepe paying the exorbliant texes, If such cases were discovered,
the Viet Minh offieials relieved the farmersof all their riece under
the assumiion that they had more hidden. :

When the DIN provisional regulations on merchandise taxes
wope promulzated in January 1955, the means of collection and enforce-
ment of the same baxes were alse announced, 1t was stated that the
tax burean would colleed tasms on local products by the following
means: a) In case of large factories, buresu will send men to factories
to colleet; b} In case of amsll factories where sbove procedure is not
feasible, tureau will study the gquantiy of joods produced and study
problem; c} In other cases the bureau will collect taxes when goods
are circulated from one place to another, It was also stated that
the tex bureau should deliver receipts for the merchandlse tazes,
Begarding penaliies for sctions contrary to these merchendise laws
the following punishments were amnounced: A) Those who disobey rules
about reglstration, mekine declarations ete, and those who refuse to
present accounts or other nccessary papers will be fined from 30,000
to 3 million dong (approxinately 330 to $3,000). B) For clandestine
production, black marketeering and other actions to evade taxes,
punishments will vary according to crimes apd gullly persons will be
subject to Dines equal to from ome to five times the amount of the
tax evaded, to confiscation of all their merchandise, or to both
pundstments, For other acts of tax evasion such as forging tax stams,
etec,, gullly persons will be tried before tribunal., It was also
snnonnced at this iime that those whoe aid the tax bureaw to dlscover
eages of fraud will recelve rewards of from 30 percent to 50 percent
of the amount of lines or of confiscated items, It was also promised
that the identity of the imformers would be kept secret. (State, Hanoi
Tel, Ho. 631, 10 Jan 55 Off. Use Cnly - K.B, Sed this reference for
conslderstle additional detail not given here on collection of the
new merchandise taxes, )

In Zpril 1955 the Tiet inh were strictly em;ﬁlr;c%n the mere
chandise tav programs by cracking dowr: on small sidewsI” vendors who
hed not yet declared merchandise and pald the stamp tax., For tex
purposes the DXV also defined "big business® as those eamming monthly
net profit of over 600,000 dong (almest $600). (State, Hgnoi Tel.

No. 1098, 6 April 1958, 8.) Although the new government *283 may

be reveme meagures in part, basic reasoning behind the program appears
to be a Viet Minh effort to weed out the cormercial class, as a fore-
runner Yo nationalized economy by imposing excessive taxation., (State,
Hanol Tel, Mo, 7116, L Feb 55, 5.)

" SECRET
NOFORN
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the rate of tax on gross
sales is compuied by the "popular conference® method. For exawple,
& group of ltailors who are affillated with the Viet Mimh go from shop
to shop in order %o determine the sales and the tax rate, The gross

#sles tax has inereased 150 to 200 percent over the rate collected 25X1A
by the Tiotuamnse authoritcos, NN

Under the Slaughter Tax Decree (Seec FAQ Swuwmary No. 482, 6
May 1955, OFF. USE ONLY, pp.7 and § for full details,) evasions or
vielations of this law will be punished =25 follows: a) failure to
act in accordance with the law will be punished by a fine of un to
100,000 plasters; b)Y butchering or selling black-market meat will be
punished by a fime of wp %o five times the smount of tax evaded; and
e} the issuance of false recelpts or the violation of the law protect-
ing anlmal life will be treated ss a criminal offense before & coudt,

Ixt, HIGRSTIONS FOI TAY EVASION
4, Bome Techniques and Yezns

The fact that many of the actual means and techrnicues of
tax evaslon already seen to be well-known to the North Vietnamese
peasant and cliyedweller was demonstrated under the section om
"Tax Evaslon, Pnforcement and Penalties for Evasion", However, for
purposee of recepitulation we will list some of the more obwious
ones here in brief:

i» Agricultural Tex Evasion

a« False harvest declarations

be Felse declarations of cultivated areas

8 Eragerrations of the numbers of dependents

dy Ddvision of larze ploits of land inmto smaller oncs and
secretly renting the small plots of land te ether peasants.

€s Bribery wherever possible of tax cadres for purposes of
immdiate tax evasion and compromising of the cadres for
future evasions,

f. Threst of demunciation of a tax cadre who has purposely
or mistakenly underestimated s neighborts harvest yleld,

g Delivery of poor quality paddy to tax ecllection authorities,

h, DBelaying payment of taxes

i+ In areas where feeling is running very high beeause of

, rics shortage, some boycotting, insulting and mistreatnment
of tax cadres might be organized,

2, Fom-Agricultural Tax Bvesion

&. Falsifieation of tax receipts, stampss and documents

be  "Onderwthe~counter" transactions between merchants to
aveld the various forms of merchandise taves.

¢s  Reeping false account books for the purpose of deception

-Snl
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d, Clandestine manufacturing activities and selling of
goods on the blackenarket,

e, Secret slamughter of livestock to avoid slaughter taxes
and selling of the meat on the W ack=market.

- I% sppears from the shove 1isting that the Horth Vietnamese
sre well aware of maly of the actual direct means of tax evasion, How=
gver, it mizht be useful to examine some of the actngl means for pro-

moting tex eva gion.

8, WMeans of Promoting Tax Bvasion

There appear to be at least three seneral methods for nro=
soting tax evasion in North Jietnam, These are in brief: 1) By Judl~
cioug use of propaganda in the rumor market; 2) By secrst orrarization
for resistance and ecollusion on the part of the tawpayers; and ¢} By
counterfeiting of official DHY gax receints and documenis.,

1, Propaganda of Romors

Perhaps the most practicsl md fmplest means of attemiting
to thwart an efficient DIV tax eollection effort is to be found in
the yumor nmarket, Here $deas can be planted by means of word of mouth,
surrepticus leaflels, pogter-siorane, ete.

The present acute food shortace in Morth Vieinam should pro=
vide a native populace with an rrusually receptive state of mind for
any rumers poncerning the rice shorage and placing the blame for it
on the Viet Minh, In this cornection rumors along ke following lines
misht be useful:

&, %The Govermment is largely responsible for causing the
famine beeanne of excessive collactions of paddy in the land tax.
People would have enourh to eat in these time of poor harvests if it
were not Por the excessive tawxantion and grain collection, The governs
mend 1z indifferent to the troubles of the pessmmts in these times of
farine and rising prices.”

b, PGovermment is feeding Horth Vietnam rice, collected in
taxes, to the Chinese adviscrs and technicians in Forth Vietnam™.

- Exploit the natural antinathy of the Vietnamese towards the Chinese.
%ire we trading the French maslers for the old Chinese oncs?®

¢, "The government is using too much Tice to feed the nonw
productive Army®. FIndependence from France is won. Why do we have
to meintain such a big ary as such a big expense tc us in tems of
food?" ¥The poor rice farmer has to mupport everything: the arsy,
govermrent workers, and oiby parasites.”®

4, In order to encourage greater hoarding among the peasants
tne tumor should be spread that the food shortare will be worse nest year.

- -
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a, Comparlsons with South Vietnanm should be made. There,
there is enouzh rice ropr all and no excet ~sive taxatlion.

e, Much should be made of amy mreferntial tex treatment
accorded by the DWW to percormel of nationslized ipdugtries, local
party cadres, et

g. Cascs of tax ecadrg errers and favoriilon towards thelr
own Sriends and familics should be published and exagervated. Oreater
ankipathy can thua we creatad against the tax cadyes.

%, The nomes of tax Inrormers, whenever novm saonld be
published by secret leaflet or noghers 6 that natural retribation
may take 11s coOurse.

4, Hdicule of the "meril certificates" which the DWW rives
to peasants Who willingly comply wibh the tax re;uwlatlion ghould be
encouraged, 20 well as Mdicule of tae receplents of the nporit certile
flcates.” '

2, Orsznization and Collusion of fzricultural Tax Peyers

Another means of shwarting eificient ny tex collection is
the organization of the peasants into oroups whlch by ;wc-agreemm
and ﬂre-arraz&uanmt would frustrate the effopts of tax cadres by
riving them {rmacurete harvest yialds for a given area, deccive the
fax cadres an bo plot Youndaries, land LeNancy, rrber of irhabltanis,
gte. Althowsh this method would be & very sracbicel way of promuting
agricultural tax evasion it is much DOTS difficult and dangeraus ‘than
the nropajanda methods, Snis ig particularly true now that the Viet
¥inh have eongolidated thelr contyol in nost of the ural areas of
North Tietnam., Jome 1oealitics which the Tiet Minh have not Tully
penetrated mizht he norc ausceptivle fox the employenin of this teche
nique of tax evasioh.

3. Counterfeiting of rericial DI Tasl Papers and Other Documerfs.

Another obvlous Means of promoting tax evagion is ty nro-
viding agents with counterfell tax receinta, stams and other box
docuncnts. Decsuse some of “he tax laws speeifically proscribe the
actanl forging of tax sLampss etc. s the nroviding of counterfeil
sopies o arents for dissemination mizht encourefe the use of such
comnterfeit documents by necple Who otherwise world have neither the
desire or the Scill o produce the 1mitations themselves. Further=
nora, given adequate mode¥lo, the quality of the tirmorted? gounter-
feit tax Jdocurenis would undoubtedly be vether than hose produced
locally.

1t is also suz ested thatl the DIV rice coupon ration cards be
carefully counterfeited and flooded ontc the ariset ns a neans of com-
gusing the DI¥Ys progran of rice collecilon and distrivution, and thus
anairectly irmpede and complicate the NI tg rice revenue SYSET, encoura e
hoarding and ralse the price of rice.
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